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SUBJECT 3 mmu&mvmwuwm&m

I. Rlitloal |

T primary interest of the UNited States in Guatemala. Specifically,
the United States cannot and will not tolerate eithar the near-domination
~wamumwmmmw@.mmcmmtmmwo
International Commnism, Nor does the United States accept any claims that
there 18 now or can be in Guatemals a brand of "national® Commmnism. The
United States will not accept even a Titolst soluticn in Cuatemala, As fer
a3 Amarican interests are conscerned, Titoism in Burope is one thing and
Titoliem on its front doorstep i8 quite another. Furthermore, there is no
evidmenaristbarenholytobeaxwthataeuatmalanpoutioallﬁarof
sufficlent stature in the Markist oarbit could be found who could effestively
suster the independents required for Titoiem. In & word, Commmniem and
Titolsm for Guatemala are out. ~

It 18 desired that the Commmist Party in Guatemala be ocutlawed., An
imediate executive decree, to be followed Ly ardinary leglislaticn and then
by a constitutional amendment are desired. The possible objection that cutlawing
the Communist Rarty will only serve to drive it underground and thus make it
more difficult to detect can be easily dismissed. Any objection to the effect
that the United States does not outlsw thé Communist Party should be quickly
countered with the cbservation that in the United States the Communist Party
hes not secured control of the machinery 6f the government. In amplificaticn
of the request that the Cammunist Rarty be cutlawed, it may usefully be argued ‘
thmmmhssmmnmwmsememala, such as it does have



Page Two
in more highly industrialised countries, but is in every sense of the word
.rmmum,mwmwgm&myemmuum&éﬁm
Communisn end Commnists in Guatemala are freak oocurrences which can be reduced
"ty legal interdiction, backed by the suthority of the state.

It 18 especially desired to aveld turning Guatemals into a battlaground
of Communist and anti-Commmnist farces. Prolonged palitical and oivil conflict,
polarized around the extrenss of Commmism and enti-Communiem, can cnly lurt
Guatemala end keep elive & eoustat timeat to the Bemlsphere. Therefars, it will
be essential to take starn and conclusive steps to end the danger of Commmisn
in Guatemala, romm.xtuwwmtwmmmmm
of the leading members of the Communist Farty, both in {ts central headquarters
&nd in all its provincial organisational branches, It is believed that short,
drmﬁcmgurywillbethomtetfecuvelme-rmcm. In addition, this
unmtmemphmcmaummmmmmtmmm
mmmmatmwwmmmwmmmmw |
atfectivemssinthedrmomm&im. Itiaﬁmtomtaataptotbevm#-haaded
notion that only %"social reforms” can eradicate Communisn; the Cmﬂat movemént,
80 largely founded on force and subveraion, can also be oﬂectivn]y cambatted
by the application of force. |

Theroregcdngianotwbointerpretadtnmanthatecmicandponucal
and cultural progress are hereby to be abandoned as weapons ageinst Commmien.
Qo the contrery, as will be seen later an, these enti-Communist weapans axe to
'bevigormmlyandeffectiveiyemployedmﬂncmolmauonpenodotthpnw
Guatemala. The point to be made here is, hmwever, that a combination of forpe and
reaaonaffmdpbottermm-iwwanaiﬁmmthodalm. A8 raegards the pro-
government “revolutionary® parties, sotual Communist infiltrators of them must
uawwmmmmw“mwpmumxmcmtw
itself. The merely pro-Commmist leaders of those parties should be punished
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by exile or imprisomment, but should receive noticeably less stern retribution
mntmcmmmﬁmselm, sothnttherewbanomﬂm.mastothe :
anu-Comnﬂ.at. character of the new regime,.

(o the other hand, this mwwbemmdtwmw
to the lessar breed of pro-Communists. &d.ttretrihm.onahwldbemm,out |
to a amall, compact band of the guilty and equally swift pardon and rehabilitation
mist be granted to the great majority of politicel and saml-political figures,
as vell as to the population at large. Nothﬁgcancontanﬂ.mteanwmgma
more than & long, drawn-out pﬁooesé of investigation of guilt. Surgery, not
complex nodicauon)ie the best means 'f;o‘anwatart. . }

II. Ihe New Regime ,

A period of oantranzed mrgency rule, not exceeding a.ix aont.ha, is fqreaeen.
The stability thatdepe,ndaonaahmadapopularbaaeaxﬂcnaaaettledcmum
as possible should be attained at the earliaﬁt possible moment.

The progress thus far made toward enlistment of popular participation in
the governmental process shw.ld be expanded. BHowever, it would be unrealistic
to attempt to apply completely democratic methods and political stendards in a
country thaet has neither the literacy rate nor the sccial structure essential faor
classical democracy. Premature extension of democratic privileges and responsibilities
to a people still accustomed to patriarchal methods can only be hermful. Thus,

a judicious combination of authority and 1iberty will have to govern the political
gysten,

The keynote of the neu regime must be stahility'combined with progress, and it
is axicmatic that stability can only be attained by progress because human desires
are constantly expanding. It is believed that the best safeguards of political |
stabllity are greater education, expanded prosperity and all the rewards and
satisfactions for the people that eliminate discontent with tho'poliucal
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leadership. Special attention must be given to the most taleated individuals
in every valk of 1life 8o that they may realize their intellectual potentisl,
Mmmmwmsandotwaspimdm; if this is ppt dons, thegi.tt.e'd
mbﬁhmﬁrﬂbu&mmmdmﬂdwﬁmmmumw

mmmhumaaa\muiedandnwataalecmtaeanitu]:muu
restraints onthegovmmqt:, amﬂnncttwtmatbemdetohdld#aafoguarde
of stebility into the structure of the new regime itself. That 1s, the executive
pover, without being pua.uzeq, must be mfﬁ.cieht.ly divided in order to provide
inmner balance. While this at"ﬁ.rat sight may seem to bs a factor meking for
instability, it actually has & protective aspect, because it prevents the capture
of the center of power by a single hostile tlow, Fluraliged power, if the elements
oftheoomumcancocpmte,umemststableandmebwmitcmua
mmmam:psdedicatedmtmhmtheirmdafenaohnalmwthedefmof
the comaon interest.

Thus, the independent j@ciuy must be re—-established and made inviclate.
&-wisionaagainstﬁhesumai;dimissalofjtﬂgea, such as occurred
iothe recent conflict over the agrarian law, must be mdo‘. If pelitical parties
cannot solicit sufficient funds from the electorate, thay should at least be
made free of the benevolence of the executive; it may bs advisable to establish
a fund, to be appm-t.ioned among the political parties, by congresaicnal action.
Likewise, the unions must be made financially independent of executive whim. The
same thing holds true for the press. As previously stated, wers subsidies are
needed for political groups, & means should be found for supplying them from sn
impartial account, rather than through the executive.

The army will obviocusly be an important factor in political stability. The
inner stebility of the army can prodbbly best be assured by fair and adequate
treatment of its officer and non-comulsaloned officer parsennel, plus the supply
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&

of good and modern equipment.’ The ajudication of land pex propartionsd to the
length and quality of military sarvice should be encouraged. A more highly
developed eystem of army schodling, particularly in tha service corps, should
parmit officers and non-commissionsd officers to meke the trahaitd.on from
military to civilian life when they so desire.

Feyond the safeguards bullt into the army, it will probahly prove adidsable
to divide control of the army between the executive and the ocongress. Without
viahing to copy any foreign models, it doss seen desirable to repose the command
pektizg function over the army in the executive, but to leave to the congress
the authority for finémial allocations for military purposes. .

These suggested steps serve to divide scmewhat the central authority and
to prepare for themrtherphn-alisatimofpwerinaccordancevithmcreasing
democratization of the country.

It will be useful, also, to alter the system of appointing departmental
governors Ly the céntra.l autbd;-ity. Local choice of governors, et first subject
to confirmation by the central govermment, and soon thereafter based ealy on
local elections would seem to be & desirable development. In this wvay, there
would be created regional counterbalancing forces egainst the excessive centraliza-
tion in the capitel. These regional associations of interesf could make for
progressive stability., ' .

The constitution, in its main aspects, is an adequate end usaful’ ane,



amanym,wemmmasmmammmw
devslomtofthaecm Itiavellhmnt.!atthemungotthohm

of consumer consumption, the expansion of produstive racmues ‘and the general
augmentation of prosperity is not only a good deterrent toward W but
also en effective method of xx'ochxcing general political stabllity, It goes
without saying thatﬂ:apre—mnentreasonrormrdasire for prosperity is
theprotectd.onandmrpansinnoflnmnandsoculvnlms. _ '

mmmxmmtmmbymmmm
 Bank far Reconstruction and Development is sound and 15 knoun by compstent
Guatemalans to be sound. It outlines the sfficient and methodical approach to
national development and prosperity. Particular inportance should be attashed
to the recommendations of the Bank on taxaticn.

It 1s realized, however, that these recommendations of the Bank have
aot been followed in the past and are not likely to be followed in toto by any
future regime. The difficulty, we know, is that the Bank's plan presupposes
certain political conditions which do not astually exist; if these political
conditions existed, the Bank's plan would probably not be necessary. In a seasa,
t.heplanoftheBankattemptatosquarethacirole. '

4 new departure in the field of development oight be tried. There is
incressing recognition in Amarfcan and other bamking circles that the economic
developumant of countries such as Guatemals cannot be undertaken and financed
under strictly economic criteris. We realize that there must necessarily be
& certain wastage of funds because of local political conditions. We are prepared
to underwrite this wastage. What we propose is, however, that a maximm affort
be nade to separate and keep clearly distinct political and economic axpendiun'es.
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That is, for example, if the new government feals it nscessary, for political
reascns, to create & series of economically unjustifisble jobs ar to taild an
industrial plant that camnot possibly be commercially profiteble, the suas
advamedaga‘l.nst theaemonmuc Mmashaﬂdbemmwwud
under a political account. taheotherhand, the funds that ere used for

such economically sound and profitahle enterprises as those reoomendad by

the I.B.R.D. should be kept strictly in their own accomt. What 80 often happens
in countries like Guatemala is that the palitical and econamic expenditures, under
& development plan, becoms hox;eleaaly intermingled, 80 that the political ends
are not clearly served and the economic ends are dissipated. But i€ ve sultch

to a system of honest bookkeeéing, vhere we plainly designate that some funds

are for political show and others are for qgemnnely economld activities, ve

can serve both ends more effectively. It would then be desireble to apply gemuinely
mummmmm«mmjmeﬂmmwmmm
economic efforts strictly in the hends of technical specialists, undisturbed

ty politiciens.’ .

The quastlon arises as to the relative size of the political and economic
expendiwres.q Ve would think that the political account should not be higher
than & third of the economic, and m-efembly lower. We would be praparéd to revise
our estimates of what Cuatemals could legitimately borrow abroed, ar receive in
the form of &id, upward to the extent of the political account. S

hs far as direct assi?ance from the United States is concerned, some will
undoubtedly be formé(com‘ng. It should be remembered that shortly after the
Cammmiats verc defeated in Iran, the Iranian Government peceived gensrqus
assistance. Undoubtadly, the disappearance of the Cammunist regime from
Guatemals will leave bhhind e certain sconcmic and financtal chaos uhich mist
be rectified by Awerican aid. .



e Elpght

Probably the most effective and useful form of such aid would be on a
ggglm ‘quo basis, with America matching dollar far dollar 1ncreasea in 1nterna1
revenue that the new Guatema]an regime was able to arrange. Thatgis, if the
new Guatemalan regime manages- to ralse an additional million guetgales in
taxation, by re-assessing property valuea or imposing an income tax er raiaing
the coffes téx, then the United States would probably be prepared to extend an
equivalent amount in the form of direct aid or loans, In the case of the temporary
relief thé.t the United States would probably grant shortly after the instaellation
of the new regime, the United States might properly expect that its assistance
would be matched at a later date by suci increases in the Gmmn internal
revenue,

In the implementation of agriculturel and industrial development of Guatemals,
techniciens, either American or drawn from other South American countries, can
certainly be made available and can be financed by the United States, We believe
that extreme care should be devot.ed to the selection of t.hese individuals, so that
they are not only t.echnica]ly competent. but are persona.]ly a.cceptable to the Guate-
malans with whom they mmk must deal. It will certainly be the pr_erogative of
the competent Guatemalsn authorities to reject technicians whose personal attitudes
and mennerisms are such as to preclude their being able to put their technical
knowledge into effective prectice. In the selection of such technical assistance
'teams s maximum consideration should be given to those areas Qf develo;xnenf which
the Guatemalans particularly favor; there is no intention of impesing on Guatemala
what other countries think would be good for Guatemala, ‘

A particular form of development to be vigorously pursued is the creation of
light industries in the rural areas, not only in order to provide mimmwake added
purchasing power to the residents of rural areas, but also to make goods available

to them at more reasonsble prices, For the foreseeable future, the combination of
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agricultural dsveloment M nght S.ndnatry seens to be the senaihle pattarn
onwhich mmcmmmmuomammtammmw.
. mmg

| rﬂxaumummtuuptmotmwambothm/aMum
dmte itself to ths sober economic realities.

We are not here to p:resido over the liquidation of American business interests -
ahroad The United Fruit Ccmpamr, the IRCA, and WMMNmmt
apartofthkoieannatiemlinterestandwinbeprotectedbytheMted
States as such, mthsotharhand, the United StateadoesnotmoctMcan
ampanies to enjoy &d'immuea and privileges that would make for political
inatahility or social injustice in other caintries, because such a condition
of course would be harmful to the over-riding imerican palitical interest, which
in weery case 48 superion to the specific economic interest represented Yy this
or that companye

Tbefactofthemtteria that, as much as theUnitedStateaneoda, for
both political and economic reasons, the continuance of its investments abroed,
80 does Guatemala need tho influx of foreing)capital. For Cuatemala to atteapt
to revert to an autarchic economy would not only result in economic démge to the
country, but it would materially asaist political radicalization of & Commmnist
'or other variety. There is no real reasan vhy a lay.timaﬁe accord, satisfying
the interests of both, cannot be found between American companies in Guatemals
and tle Guatemalan Government.

The Government of the United States uou.lﬂ like as much as possible to keep
out of any negotiations betwsen American enterprises and the Guatemalan Government.

ThiacanbefacmmtadiftheGmtanalanGovemmtvilltakepaim to separate
1ts economic demands on ford@omwanies from the political essaults on the United
States that have usually acccmpa.nied the economic demands. The more quist and

businesslike the negotiations betaween the Guatemalan Covermment and American mnies/
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the less the American Govermment will have to feel or exhibit concern. It is
fully realiged that the new regime cannot burden itsslf wvith a surrender to
the foreign ooupanies of the *vistories® vhich the Commumists have allegedly won.
On the other hand, certain arrangements can surely be made to alleviate the
injustices perpetrated by expropriation and deJibaratelj low indemnification A
for the lands expropriated. The American enterprises have repeated]y recommsnded
that they be more severely taxed end this reccemendaticn should be accepted;
some adjustments in the initlal tex imposed might compensate for the losses incurred
by the companies dus to the low indemmity paid for the land., In addition, provision
might be made to lease to the United Frult Company eertain lends which it will
need for the efficlent prosecution of banenga produstion. However, these are all
- matters of detail which ehould be ironed out at & conference between the officials
of the American companies and representatives of the Guatemalan Government at
the mliost'poaaible cppm'txmlty. The results of the ‘conference should be such
tbatthenawgwarmantcanactmﬂypromttothepeopleiwom'ﬂotnriea“ s
onevictmvinthetomofasauramethatfomignoanpanieacénconumww
operate in Guatemala and thus benefit the national economy and another "victory"
in the form of nevw taxes, etc., on the companies. ’;:'

Another point: The United States, which has set up mxv Pillic corporations
in competition with private interests, has no objection to!thé creation by Guatemala
of rival companies and enterprises to the American eonpaniea presently operating
in Guatemala. HNor is there any reason why American gzvant-a.m-cannotbeusedfm;
the formation of such competitive énterprises. What the United States will not

do, of course, is to furnish funds that can be uséd for the expulsion and déstrm:tion
of the American companies operating in Guatemala.




Fogo Rleyen
The regulaticn of relations between the Guatemdlan Government and the

- private companies actually ceaters on a very &impls principles neither
party should exploit the other, but their relations should be established
under duly acocepted loga‘.".l. mioipha. '

v. |
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V. Zhe Partition of Pover |

RUFUS 1s the man and there will be no deviation from that. Any criticisms
ordwbtaofh;npal’.abetmthgtactthathnmm‘boththemmmtbe
mmuwmmmmjob.§mmmmumuumo:bemmm
of the popular opposition to an extent that no one else has. For the sske of
& real change in the country, the type of tranaformation that RUFUS represents
is eaaential. A mere palace coup will not do.

nmnncmthimelrinanhammeraatoprecluuaxvcmmeathat
be has been an.inveder or an interventionist, Furtharmore, tha#annérinumich
RUFUS is mamglmmmmm&mmmwmptm_z
that Commmist strength in Guatemala be liquidated.

Inaocordanceviththefméoing,itiaobvioualywtonmwchoose
his associates in his efforts. However, it is perfectly clear and has been 80
atatedbyRUthmthewmjusuyandpropaﬂyrwmdthoaewhoﬁhelphim
and those who are layal to him/ in the effort. Tt is also known that RUFUS is
sufficicntly aware of the magnitude of his task, both before and after victory,
that he will not reject the counsel and prestige of anyane whose integrity is
beyond dispute. The precise allocation of honars and functions belangs to RUFUS,
but it can be stated, even at this juncture, that be plans to be gensrous.

In addition, it should be observed that RUP’USvillbeoperatiﬁg with considerable
technical assistance. He has the mmility and the decency to rely ca advice,
and his present advisors have his respect and confidence to a sufficient degree
thathewm]dmdmbtrelyonthemforomnaelvhmitcanestotheqneationof
'vbomheahallassociatehimselfuithbothbefm'eandaftarvictory.

It should be emphasized that_.thavicto:wofﬂﬂﬂlSisinavitahlemdth&t
mﬁmumotﬁamdmmmtm‘emmw
to establish a8 troad an initial base as possible for the RUFUS movement/ and to
minimize the upheaval in Guatemala. Anyons who 18 given an opportunity




tomkv;thm.attMalgtedate,Mmmitutheoﬂypossible
guarantes for his persanal future &nd as the best possible service he can render
in mininiszing internal atri.f‘a:hx Guatemala, ‘

It 1s clear that, after ﬁcttry, the Guatemalan Army must be modernized
and re-equipped. |

-Astm'sa_thesupplyoflimericanamsaftervietoryiamarmd,it'mqy
have coms to Guatemalan atten;i.on that negotiations are presently 4in progpess with
El Sa.\lvadm-, Honduras, and mw faor bilaterial amilitary aid agreements.
ItmybeaGuatmlthhatmoftheut&reomtriumdﬂqing
completion of these agreements. Thbs impression should be immediately corrected.
In fact, although appearances are otharwise, the United States has delsyed the
implementation of these agreements in order to be able to associate a free Guatemala
with them, Having bocomo aware of the existence Mtyofalargo entd~Communi st
clique whithin the Guatemalan'Army, the United States has dscided that 1t does mot
vish to prejudice the present or future position of this antl-Communist group by making
military aid egreements with other countries that could conceivable compel these
anti-Communist Army officers to take a nationalistic position that would throw them
into the arms of ARbenz end the Communists. However, if the imsrican estimates of
anti-Communism in the Guatemslan Armed Forces are proven wrong, then these aid
agreements will be completed to the detriment of Guatemals, whereas, as matters stand
nw,t.heycanwaitﬁheemergmed‘ a free Guatenala to join in them.

As far as the supply of arms to énti-Communiet elements of the Guatemalen Army
before the inswrection is concerned, it may be possible to arrange such a supply
if trusted Army officers can devise a plan for their reception that will stand expert
scrutiny. Thisdelivmmat,ofwm,bemofticidanﬂcmtbemigd
memamMMmmummtmmo:mw
Guatemala. A detailed plan for the reception of such arms, inocluding the names




of the officers vho would rective them, the ultimate recipients and the security

mammmmmmmmumormm,mm

veloaud at the earliest md.blo opportunity.
utuummdmwtmwammmmmum,

this will definitely be possible um once the loyalty to the anti~Communist cause

of glven units and given garrisons is firmly established. RUFUS will presumably

- bave the mx means at hand to make such supply possible. It is recommanded that

1nqu1riesonboth thisandonthowpp]yofamsbeforetheinmectionbodirocted

to RIFUS through secure cbannels,

Vil Lﬂm

B This discussion, like the diacussion of the future position of foreign comanies

1n Guatanah, must be kept rree of propaganda.

Basic to any rational dlsoussica is the fact thatorganiaedlahorintheméd
States :.s a pouar!nl mmmmnw and t.hat it haa a voice in the United S atoa
easily comenmra.te uith ahat of ma.na.gement. With this premise, thereis no reason
even to entertain any suspicions from Guatemalans to the effect that the United States
is against Guatemalan labar. If Guatemalan labor leaders wish to read sinister
meanings into the letter sent in Feburya, 1954, tw President Meany of the AFofL
to Arbenz, they are &t liberty to do so, but they thereby only show elther ignorance
or hopeless partisan ship.

As far as tlke basic structure of the Guatemalan labor movement is concerned,
its devision into an industiral federation, the CGIC, and an agricultural federation,

the CHCG, and a loose series of craft unions of the SAMF variety appears basically
sound. It is obviously desired, heever, that Commpiist influence be removed from
all tMeeunionawharwar iteod.sts This is the only condition that is to be
impssedon Guatemalan labor.




Ititmagﬁmkeuvmt&onsmmhnmttorsincmtmh,mm
mWIMMMMWMtMWMMM
mhtolyfreedotcovmtm&uﬁmtmuwu. That is, unions should
hmwmmwmmmmmtuwmwm
govmnt. F\u-themoro,ulmuwbnombdaeammedodrcwthemiona,
thqahmﬂdbenadewailabletothemiw&omaﬁnﬂwtedwtheleaalam,
and not hy exeucitive fiat, ’

An far as the relationa of Guatemalan lahor with foreing commerical enterprises
mcmemd,itmmtbermberedthatfordgnmﬁarwiaequyuagesaahut
as satisfactory es those of tho domestic enterprises. Mo objectd.on is interposed
W.mkmmmmmmeu'mg'ea.;n is, however, most forcefully to
umumtmtmmmmmmmdrmmmm
Guatemala merely deprives Guatemalan workers of earning oppartunities and Guatemala
in general of a higher level of prosperity.

MMmmmtmmpvmmemtmwbelwmymmted
vith m:d.m parucipationor htmtmlan labar and‘ labor leaders. As far as the
labor code |

Asfaraatbelaboroodegoes,itmightmf\znybemdiﬁeduithgviww
removing government restraints from the Guatemalan unions.

Any assistance desired in union organization and in the practice of unioa
managemant would presumably be cheerfully granted by American labar.

It vill be expected that the labor movement break off its ties with the CTAL

and the WFTU. Membership in the ICFTU, wkik vhile not mandatory, would be desired.
Mamership in the ORIT is expected.




